The Army's readiness is inextricably linked to the well-being of its peoplesoldiers, civilians, veterans and their families. The most significant investment in the nation's security is investing in them. We must provide adequate housing, schools, and medical and dental care with a quality and access comparable to society at large.
--GEN Erik K. Shinseki
The United States Government over recent years has attempted to improve the "Quality of
Life" (QOL) of the service member and their families in an effort to retain their rank and file. Part of the concern of retaining military personnel is a direct reflection of the downsizing or elimination of QOL programs due to a lack of current government funding. One area of special concern in the area of QOL is the availability and living conditions of Department of Defense (DoD) family housing.
PURPOSE
This research paper will evaluate whether or not fixing DoD's housing shortfalls will have a positive affect on the "Well-Being" of the service members and their families, since housing is one of the top QOL programs within DoD. The focus of this paper will predominately look at how the military housing construction and control efforts are transitioning from DoD to the private sector which appears to be the Army's primary option for resolving their "Housing" shortfalls. Obviously, this goal is twofold; one, to yield higher quality housing; and two, to improve upon the "Well-Being" concerns of our service members and their families.
BACKGROUND
According to a recent article published in the May 2000 edition of National Defense, "the pressure to provide adequate housing for military personnel is growing because poor living conditions are driving military families out of the service."' Unfortunately, the situation is not getting any better. Both initial recruits and even career members of the Armed Services are leaving the service in unexpected numbers because many of the programs offered to the military are either going away or more importantly are not available to a majority of the workforce.
According to the Government Accounting Office (GAO), "access to affordable, quality houses is a key element affecting the quality of life of military members and their families." Only one-third of military families or 265,000 live in government quarters and the inability to improve living conditions causes serious problems. 2 In my opinion through personal observations over the past twenty plus years, most of the QOL programs that the service member and the families have enjoyed are being shut down as one means of saving expenses for DoD. However, realizing the direct impact this potentially has on "Well-Being", DoD is aggressively looking for innovative ways to save these critical programs.
Responding to this demand for quality, in but remains lower than necessary to achieve its "Well-Being" across the entire force. 3 There has been a lot of work to upgrade QOL programs throughout our installations worldwide, but much work remains. Troops are asked everyday to put their lives on the line in service to their nation. Yet they often are forced to work in dilapidated surroundings: runways are crumbling, piers are rusting, roofs leak, sewer lines are corroded, and headquarters are cramped. In addition, when soldiers who live on base go home to their families, they often have to put up with tenement-like barracks with peeling paint, cracked walls and poor plumbing. 5 Recognizing the need to replace and repair DoD family housing does not go without a huge price tag. Currently, DoD has about 300,000 dilapidated houses and apartments to fix, a huge waiting list and nowhere near the $30 billion it says it needs to tackle the problem. 6 Many compare the housing to inner-city public housing projects. "It's unconscionable," says Rep.
Edward Schrock, R-Va., a member of the House Armed Services Committee; "We owe our service people better." CONTRACTING. The movement or execution of a Government business (traditionally done by the Government) to an external agency outside of the Government; however remains responsible for the funding and business oversight.
PRIVATIZATION INITIATIVES TOWARDS FAMILY HOUSING
It's morally wrong to ask people who are risking their lives for the country to live in housing that the rest of us would be embarrassed to call home.
--Rep. Chet Edwards
Andrea Stone wrote in a recent article in USA Today, "Welcome to today's U.S. military, where rundown housing and ramshackle work facilities are common on bases across the country."' 8 In the face of such criticism, the Pentagon embarked several years ago on a program to rehabilitate barracks for the 40% of troops that live on bases. Their intent is to replace all the dilapidated facilities by 2010.19 For our unmarried soldiers, barracks refurbishment and replacement is also an issue that is being addressed at the highest levels and DoD is making great progress; however, the purpose of this research is intended to focus on our family housing concerns. Therefore I will not address unaccompanied housing issues in this paper.
Approximately 65% of the military are married and entitled to DoD housing of which; only 25% have housing options available. According to one source, 740,000 or 53% of America's 1,394,000 active duty personnel are married and three fourths of them have children. An 7 additional 88,000, or 6%, are single parents. Of course, these numbers vary significantly depending on the Installation you are assigned to.
One area in particular that affects most service members and their families is the quality and availability of government owned housing. Today, depending on where you are assigned most military families are required to find accommodations in the local community. This generally results in-out-of-pocket expenses since readily available quarters are not an option.
Given the fact that the majority of family members are strained to find housing on the economy, many service members especially at the lower grades find it difficult to nearly impossible to afford adequate housing within their housing allowance. One can easily see why the majority of DoDs married couples would prefer to live in DoD houses and forfeit their housing allowance to provide shelter for their families rather than come up with additional funds to augment the price tags associated with off-housing and utility costs. facilities and use its funds to rehabilitate the bases it wants to keep. 23 According to an article in Industry Focus, "it would take $20 billion and 30 years to bring
housing up to par across all branches of the service. Other sources say it could take up to 40 years to replace and repair the 300,000 family housing units owned by the DoD most of which were build in the 1940s and 1950s.
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With the current funding constraints under traditional Military Construction (MILCON) rules, and the slight possibility of receiving appropriations money for these housing requirements, it is fair to say that this approach is not the right solution to meet our housing 8 "Well-Being" concerns. We must turn to alternate solutions and clearly, "Privatization" is just one of the courses of action DoD is pursuing.
As part of this potential solution, the National Performance Review along with the Defense Performance Review was instrumental in recommending to Congress to look at identifying family housing as a candidate for "Privatization". 2 6 As a direct result of their efforts, in 1996,
Congress authorized DoD to privatize some installation housing through the policies established in the 1996 National Defense Authorization Act (NDAA). What is interesting about this bill is the fact that even though these DoD houses were built solely by the military, private businesses would be required to fix the maintenance and accountability issues within specified time lines for these houses or be held financially liable. This does not appear to affect "Privatization" initiatives thus far. 2 7 Several "Privatization" options are being looked at across DoD focusing on this effort. The Army would still pay for utilities. 30 Through RCI, the Army offers America's Housing Industry the potential for long-term partnerships that will enhance their development portfolios and simultaneously improve Army family housing around our nation. These partners will design, build and operate livable communities for Army families that include various types of family housing and the amenities and support services that most Americans already enjoy. To finance these projects, partners will leverage public funds with substantial private investment. 31 The initial plans are focused on resolving two major areas of concern towards current housing shortfalls. The first area of concern is towards repairing existing family housing units that can be repaired economically. The second focus is towards replacing or building new housing units across the Continental United States (CONUS) Installations. By teaming with
Industry through "Privatization" efforts using the RCI concept, the Army believes it can reduce its housing shortfall much faster than through traditional Army programs with substantial savings to the Government.
Certainly, the Army is not unique amongst the Services who also are looking at "Privatization" as a solution to their housing shortfalls. Below ( of the Fort Hood project will be presented in a later section of this paper. According to GAO sources, they believe it would cost 11 percent less to use private contractors instead of running it all through the military. 34 This assumes that the Government provides sufficient money to the installations in the first place for maintenance and sustainment.
Looking at the overall problem we are facing, this illustration ( Figure 3 ) is an attempt to show the amount of time and money saved by using "Privatization" to fix our housing shortfalls. Fort Meade has the benefit of location, being at the geographic center of the region, and of being at the epicenter of an expanding economic situation. Under this agreement, the company will build, operate and maintain town houses and homes for the life of the contract. These contracts are 50 years long and after the contract has expired, the Government (in this case the Army) will own the houses. 43 In return, the Army leases the land to the contractors and provides them with an assured tenant base and predicable income. Depending on the monthly allowances of the tenants, the range will vary 
PRIVATE SECTOR RESPONSE
According to one Contractor, at least at Ft. Carson, Colorado, "everybody gets something out of the deal, the soldiers get better housing and J.A. Jones gets a great project.'48 There are some distinct advantages to these RCI Partners. "Privatization" is being viewed as a win-win (a true business opportunity) for the military and the private sector.
First, there is no cost in the procurement of land. Under the privatization program, the Army provides the land (federal property) to these Private Contractors to build on, thereby reducing the costs to the builder. Second, money has been released authorizing these companies to borrow money upfront under the provisions of the NDAA. Third, there are several tax advantages to these businesses. Since these houses are being built on Government property, they are exempt from paying property taxes. Fourth, the developers do not have to provide for local fire and police support since these houses will reside on military installations.
Finally, these companies have a safe bet that they will receive a steady income from soldiers BAH at a high rate of occupancy.
There are also provisions built into these contracts that if an Installation were closed because of the Base Realignment and Closure (BRAC), then DoD would have to pick up the housing costs. This is clearly a safe investment for the Private Investor(s). Under the RCI Partnership contract, these private companies view this initiative as a long-term annuity plan. If they uphold their end of the bargain, large amounts of money (millions) will be awarded in return in both incentives and investments gained. For example, the legal documents provide severe penalties for failure to meet specified requirements. If the RCI Partners do not deliver, they will first lose incentive award fees. Failure to cure can result in termination of the contract. RCI Partners have a strong incentive to do well because they begin by putting up $10 million in equity that will be forfeited if they lose the contract. Later, RCI Partners keep more than $19 million in deferred developer fees in the project between the 18th and 50th year. 4 9 Based on the initial successes of the four Installations pursuing RCI projects several other locations are already being looked at to continue this initiative to resolve their housing shortfalls.
The following illustration (Figure 4) shows the number of installations that have been approved under "Privatization" initiatives to date. The key fact that allows success for all is that there will be for the first time in 50 years or more, a direct linkage between what the military member forfeits in terms of housing allowance and the money that is actually spent for new construction, maintenance, and repair." 50 Another important aspect of "Privatization" is that a low bidder who can disappear or declare bankruptcy at the completion of construction is not building the houses. Therefore, the RCI Partners build them and thereafter maintain them. The best approach is to build quality products whose future maintenance costs are low.",
H-ousing Privatization
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One of the real advantages to the RCI Partner is that the total revenues coming into the project from the Service Members BAH, is not siphoned off to pay property taxes but is available to improve the quality of housing as well as the conduct of professional property management.
As a corporation, Military Community (MC) Partners pay all corporate taxes as it would for any commercial development. "The various legal documents that will govern their efforts precisely define the fees, incentives, and the return on invested equity so we are not in the position of saving money on the project that can be put into their pocket." 52 
SERVICE MEMBERS RESPONSE
Across military installations, the complaints are the same. Ceilings sag and floors buckle.
Many children are living in houses that are replete with lead paint and asbestos lies exposed.
Patched roofs continue to leak and septic systems continue to overflow. Many homes simply need to be demolished. Military brass worry that today's conditions that have been neglected for far to long could have an effect on war-fighting ability and a huge impact on whether or not soldiers will remain in the service. 53 Many families living in housing provided by DoD have an issue with their landlords. Many commanders say the current housing issue lowers morale and hurts reenlistment. Some commanders feel they are forced to direct families to live in unsatisfactory living conditions to keep the housing occupancy rate at the appropriate levels. Others feel that there clearly just is not enough money to repair the housing units satisfactory. I Results of the previously discussed survey conducted at the Army War College, revealed that single officers, overwhelming were dissatisfied with Housing (100%) compared to married (61.1%). This is probably because most installations do not have Quarters for bonified Officer
Bachelors. On the other hand, some senior grade officers would be just as happy to receive a decent BAH rate that would allow them to live comfortably on the economy. Despite poor quality, base housing is in demand. Waiting lists generally are between one to two years at some installations. Some of reasons for this are because base housing or government owned housing and utilities are free of charge. Our service members just want a safe, clean, affordable and well maintained home when they move in, something they would be proud to call home. Although demands to live on post vary from rank to rank and from $0 .
FIGURE 5 -MILITARY CONSTRUCTION FUNDING HISTORY
MILCON dollars routinely are authorized or appropriated at less than the 100% of the needs for maintenance and repair. This is probably the main contributor to the significant bill we have across DoD in BMAR. Installation Commanders were also diverting O&M dollars to use for mission requirements rather than for infrastructure requirements. Installations will continue to have this BMAR challenge as long as they rely on UFRs to solve their current maintenance backlog. However, it appears the emphasis has shifted from traditional MILCON to RCI programs.
In a recent visit to the U.S. Army War College by a senior high ranking government official stated that RCI is the right solution for resolving our housing needs since the private sector does this business best and the Army can't afford it. He is convinced that the Army's option for resolving our installation housing shortfall will be fixed by the RCI Programs now being put in place across Army Installations.
REINVEST (BAH) SUBSISTANCE TO THE INSTALLATIONS
Providing the Service Member's BAH to the Installation where they are assigned should also be considered. Unfortunately, Congressional regulations prohibit a service members BAH coming directly to the Installation. The failure of most installations over the past 25 years is due to the unreliable income required to build and sustain an effective program. All studies that I have looked at have proven this repeatedly. Truly, the success of the RCI program is because they have a steady and reliable amount of income coming directly to them based on service members BAH dollars.
GET OUT OF THE HOUSING BUSINESS
The final option presented, although probably not very likely to be adopted by Army leadership, would be for DoD to get out of the housing business entirely. Results of the data collected as part of the "Well-Being" survey at the U.S. Army War College were mixed, almost half of the response (45.5%) agreed that DoD should look at this option. The main reason for their response was probably attributed to low satisfaction rate of the current housing programs.
However, the study was not conclusive since it only looked at a small percentage of the total DoD service population. In my opinion closing another QOL program especially one that is ranked in the top three of all the DoD programs would clearly have a significant impact on the "Well-Being" of our service members and their families, something DoD cannot afford to do.
ADDITIONAL CONCERNS
In additional to what has already been stated above, other significant issues must be addressed. For example, can the Private Sector build houses for all the ranks equal to or lower than the housing allowance provided to the service members? Will builders agree to only charge the occupant their housing allowance? So far, the information available assures the service member, that the Government will pay for all utility expenses; however, plans are already being discussed to change this policy.
The plan that is being considered at Fort Meade, and I believe will be adopted for all installations are as follows: Each new home built will be metered. Both the Installation and the RCI Partner separately will conduct independent surveys to establish utilization rates for each type of house. After both studies are complete then the average of the two rates will be established as the base cost of utilities for each home. The first year there will be no cost for utilities to the occupant. After approximately one year, each home will have an established utilization rate that will determine the utility costs. Technically, if the occupant stays within the band established they would not be charged for utilities. However, if the occupant goes over that set amount, occupants will be charged the difference. 57 "Privatization" is only the first step in meeting our "Well-Being" concerns. Blending Third, it may be difficult to sustain the rate of initial savings. With the lack of funds to fully support Army Transformation initiatives, I believe our QOL programs will again be the bill payer and further impact on our "Well-Being" concerns. Businesses who are the best qualified to make this happen, it's the assurance of a stable income coming consistently from service member's BAH which allows them to be successful.
Army failure in the past to maintain their housing was due to a lack of consistent and reliable dollars to sustain and properly maintain existing housing units. According to multiple sources, the Army was not given sufficient money to adequately maintain these houses to adequate housing standards under Installation Status Reporting (ISR) guidelines, thereby creating a huge BMAR bill forcing only emergency or band-aid repair under less than desirable conditions.
We must examine further, why DoD believes the RCI Program is the right solution. In my view, DoD strongly agrees that the private sector is the best solution to meet our total housing shortfalls. This clearly is not the case. Yes, "Privatization" will definitely help DoD out in the short run to repair and improve the quality and numbers of houses available to the service members and their families for CONUS. Unfortunately, "Privatization" is not the total solution.
After completing this research, I am convinced that our "Well-Being" concerns will be satisfied under "Privatization" but only for CONUS Installations. Not all installations have access to land where the RCl Partners can build or expand current housing communities. BAH rates are not consistent or more specifically, economically feasible for all RCI Partnership programs to sign up for. "Privatization" will not be consistent across the Army. When military family moves from a high cost area to a low cost area, standardization for housing across DoD Installations will not be the same. For those locations where you have a high BAH rate the quality of the housing programs will be effective. For those installations where BAH rates are low, RCI Partners may not be able to afford to build the same quality of home and housing community of their competitors around the country. The result of this inequality of housing will have an impact on our "Well-Being" at least in the short run.
CONCLUSIONS
Whether the family of a new soldier or a senior grade leader, military families expect their home to be safe, affordable and conducive to a lifestyle that allows the family to grow and feel good about the sacrifices related to service to our nation. The home is the center of family life and the environment established makes a lasting impact on service members and their families. 64 This is not about money, its about taking care of our most precious resource, that of our service members and their families. This is truly about timing and fixing this shortfall now and not waiting 30 years to fix the problem.
There are some successes realized from the "Privatization" program already. Under "Privatization", there is a dependable revenue stream that increases annually to account for actual inflation, thereby allowing for careful planning and effective management. Several lessons have already been learned from the first project at Fort Carson and these lessons learned are being applied to future contracts at Fort Hood and Fort Meade. Although a great plan on paper, DoD is still required to pay for the costs of these new privatization initiatives.
Under the RCI program the Army believes that this shortfall will be resolved in the contractual obligation to provide for the life cycle replacement costs for furnishing (appliances) and replacement factors for repair, to preclude these houses from reaching the current dilapidated state that our facilities have reached today. If this truly is the case, then "Privatization" is clearly the right choice as it relates to our housing shortfall for CONUS Installations.
Looking at all the data presented it is safe to surmise that there is a correlation between DoDs Quality of Life Programs as it relates to one's Well-Being. Therefore, based on the information presented, DoD should continue to improve upon their QOL Programs more than 22 they have in the past, especially their top QOL Programs. It is fair to say that as the individual satisfaction rate increases towards QOL Programs (in this case Housing) the service member is more likely to remain in the Military based on their improved Well-Being status.
Whether this is the right solution for a long-term problem remains to be seen. Not until the contracts have expired and housing reverts back to the Army will we truly be able to say that the "Well-Being" concerns of our service members and their families is being sustained for years to come and that "Privatization" was the reason for that success.
RECOMMENDATION
After reviewing all of the information available and studying in detail the data collected during recent "Well-Being" and QOL surveys, I conclude that "Privatization" is not the total solution for resolving our housing shortfalls but it does have a lot of merit. Bottom line; this solution is not consistent and it is not applicable for all DoD Installations.
For overseas, "Privatization" is not an option being applied to resolve their housing shortfalls. Today, MILCON appears to be the only source for resolving family housing shortfalls there. Having spent three tours overseas, I can attest that we have as much of a housing problem there as we have in CONUS. As we all have experienced, MILCON is only a viable solution for short periods of time and can not be relied upon for a long term solution.
To meet all of our housing shortfalls across CONUS and overseas, another solution would be to change legislation that authorizes our BAH dollars to go directly to those installations where the service members are living in DoD housing. If our Installations had a regular fixed and fenced income to maintain and sustain the Houses that are on their Installation they could develop appropriate programs to fix our current conditions and maintain them well into the 2 1 V Century. By having this fixed income (as the RCI Partners enjoy), installations will be able to meet their housing requirements and more importantly meet the service members and their families 'Well-Being" concerns.
Further, from a "Well-Being" perspective, the issue of charging utilities will not sit well with our service members and their families. Not paying for utilities is another benefit of living in Government Housing. Service members do not like change unless there is a good reason for it.
I believe most occupants will stay within the established utilization rates and would rather not have to worry about paying for another bill, especially when they have not had to pay for this service in the past. This will be perceived as another QOL benefit that is being taken away unless, if they are under the utilization rate and the money saved will be kept by the housing occupant. We must change the current thought process of having soldiers pay for their utilities as part of the RCI plans. For example, thermostat regulators can be installed to ensure efficiency. Paying for utilities is not the right solution. However, if we have to go down that path, then we should at least look at not splitting rent and utilities from the service members BAH. I would recommend that all of the BAH money goes to the RCI Partners, and only when a service member exceeds utilization rates should they have to pay for any additional utility fees.
As Gen Shinseki so eloquently said, "the Army's readiness is inextricably linked to the "Well-Being" of its people-soldiers, civilians, veterans and their families.... The most significant investment in the nation's security is investing in them."65 Housing is inextricably linked to "WellBeing" and one of most important QOL programs within DoD. We just cannot turn our backs and have the Private Sector take sole responsibility to resolve this critical issue especially when it does not apply to Installation. However, working together with RCI Partners and by changing legislation, DoD can resolve this housing issue, and improve significantly our "Well-Being"
concerns.
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